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7.2 DRAFT BUDGET 2011/2012 AND INDICATIVE FOR THE PROJECTED TWO 
OUTER YEARS 2012/2013 AND 2013/2014 

File no/s: 3/2/2/11 Responsible Official: S Roets 

Directorate: Financial Services 

Purpose 

This report serves to submit the 2011/2012 and indicative two outer years annuai 
draft budgets, tariffs, poiicies as tabied on 28 February 201 1 and with the 
amendments before Councii to be approved 

Background 

in terms of section 16(1) of the MFMA the annuai budget was tabied by the Mayor at 
a Councii meeting on 28 February 2011 and approved by Councii for pubiication / 
consuitation. 

A notice to inform the pubiic of the tabied budget as weii as to invite written 
submissions or representations to the municipaiity on the draft budget was pubiished 
in the Worcester Standard on 1 0 March 201 1 . 

No written submissions or representations have been received. 

New budget formats /tables 

New Budget regulations came into effect on 1 July 2009 which also prescribes new 
budget formats which was partially implemented in the 2010 financial year. This 
financial year the budget tables and supporting tables must be completed fully and 
must be included in the budget document that serves before Council 

Financial Implications 

As contained in the detaiied report. 

Applicable Legislation 

• The MFMA Section 1 6 and 1 9; 

• MFMA Circuiars no’s 1 0, 1 2, 1 3, 1 4, 1 9, 28, 31 ; 45; 48, 51 , 54 and 55. 

• Municipai Budget and Reporting Reguiations, 2008. 
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PART 1 - ANNUAL BUDGET 
1.1 Mayors Report 

a) Summary of the medium- term service delivery objectives and the 
associated medium -term financial implications contained in the annual 
budget: 

The ability to expand and introduce new major projects within the municipality is 
subjected to the Worcester Sewerage works upgrading, that will unlock various 
developments in the Worcester area. The municipality approved an R 201 million 
external loan with the 2009/2010 financial year’s budget, which is taken up over 3 - 4 
years to upgrade the Worcester Sewerage works. These new developments that will 
be unlocked will generate additional revenue by broadening the tax base, and create 
job opportunities. The newly upgraded sewerage works will also ensure a quality and 
sustainable sewerage purification plant for the nect 20 to 30 years. 
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Included in the Capital and Operating Budgets, provision has also been made for the 
following capital and operating projects: 

• R 37,540,000 included in the operating budget for Housing development 
funded form the Provincial Housing allocation; 

• R 46,853,614 included in the capital budget for Phase 2 of the Worcester 
Waste Water treatment works to be funded from MIG, R 12,939,494 and 
External Loan R 33,914,120.; 

• R 41 ,200,000 included in the capital budget for 661 1 KV - 20 MVA substation 
at Avian Park that will also feed the Worcester Waste Water Treatment 
Works; 

• R 4,1 76,778 included in the capital budget fund the wheelie bin project that is 
phased in over several financial years at a budget of R 500,000 per year, 
vehicles, furniture, equipment, as well as certain electrical distribution 
equipment transferred from the operating budget due to accounting 
standards requirements. 

b) Summary of linkages between the annual budget, the Integrated 

Development Plan and the political priorities at the national, provincial, 

district and local levels: 

The Breede Valley Municipality’s service delivery objectives is based on the National 
Strategic objectives for local Government as stipulated in section 152 of the 
constitution of the Republic of South Africa, namely: 

• To ensure the provision of services to communities in a sustainable manner; 

• To promote social and economic development; 

• To promote safe and healthy Environment; 

• To encourage the involvement of communities and community organizations 
in the matters of local government; and 

• To provide democratic and accountable government for local communities. 

The Breede Valley Municipality’s Strategic objectives can be linked to these National 
objectives for local government, and the Budget is linked thereto in Budget tables 
SA 4; SA 5, and SA 6. 

The medium -term service delivery objectives derived from and is underpinned by 
the strategic objectives and be summarised in strategic themes as follows: 

• To create a unique and caring Valley of service excellence, opportunity and 
growth; 

• To provide, maintain and assure services and social upliftment for the Breede 
Valley Community; 

• To create an enabling environment for employment and poverty eradication 
through proactive economic development and tourism; 

• To ensure a safe, healthy, clean and sustainable external environment for all 
Breede Valley's people; 

• To actively participate in determining the future of our country; 

• To ensure a healthy and productive workforce and an effective and efficient 
work environment; 



4 Breede Valley Municipality 

Council Minutes 
5 May 201 1 

• Assure a sustainable future through: sound financial management; 
continuous revenue growth; corporate governance and risk management 
practices; quality resources; and, value-adding partnerships. 

The Budget as whole speaks to all the above objectives through each vote, all the 
cost centres and various action plans, which will finally be reflected in the SDBIPS. 

c) Summary of infrastructure development objectives: 

The ability to expand and introduce new major projects within the municipality is 
subjected to the Worcester Sewerage works upgrading, that will unlock various 
developments in the Worcester area. The municipality approved an R 201 million 
external loan with the 2009/2010 financial year’s budget, which is taken up over 3 - 4 
years to upgrade the Worcester Sewerage works. These new developments that will 
be unlocked will generate additional revenue by broadening the tax base, and create 
job opportunities. The newly upgraded sewerage works will also ensure a quality and 
sustainable sewerage purification plant for the next 20 to 30 years. 

Included in the Capital and Operating Budgets, provision has also been made for the 
following capital and operating projects: 

• R 37,540,000 included in the operating budget for Housing development 
funded form the Provincial Housing allocation; 

• R 46,853,614 included in the capital budget for Phase 2 of the Worcester 
Waste Water treatment works to be funded from MIG, R 12,939,494 and 
External Loan R 33,914,120.; 

• R 41 ,200,000 included in the capital budget for 661 1 KV - 20 MVA substation 
at Avian Park that will also feed the Worcester Waste Water Treatment 
Works; 

• R 4,1 76,778 included in the capital budget fund the wheelie bin project that is 
phased in over several financial years at a budget of R 500,000 per year, 
vehicles, furniture, equipment, as well as certain electrical distribution 
equipment transferred from the operating budget due to accounting 
standards requirements 

d) Summary of material amendments made to the annual budget after the 

consultation process: 

Due to the fact that the adjustments below in respect of grant funding were made on 
the 2010 DORA allocations, with the 2011 DORA, as well as other new allocations, 
the revenue, operating expenditure and capital budgets had to be adjusted 
accordingly. 

Other minor adjustments to the operating budget were also made to ensure correct 
accounting treatment. 

The Capital Budget was also changed significant with a transfer from the current year 
to 2011/2012 of R 13,500,000 in respect of the 11/66 kV Substation, and 
R 15,200,000 from the 2012/2013 financial year. Resealing of proclaimed roads was 
reduced from R 2,0471 25 to R 1 ,544, 00. 
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Due to additional Lottery funding for Sport grounds the capital budget was further 
increased with R, 1 , 050,000. A Traffic Shadow centre has also been included due to 
grant funding allocated through DORA. 

The following adjustments to the grant funding and coupled expenditure in the budget 
were made: 


Description 

As Tabled 

2011/2012 as per 
DORA 



Budget Year 
2011/12 

Budget Year 
2011/12 

differences 

RECEIPTS: 




Operating Transfers and Grants 




Nationai Government: 

60,629,000 

57,340,000 

3,289,000 

Local Government Equitable Share 

60,629,000 

56,804,000 

3,825,000 

EPWP Grant 

. 

536,000 

536,000 

Provinciai Government: 

4,878,480 

5,589,635 

711,155 

Proclaimed Roads 

126,890 

115,000 

11,890 

Work for water 

3,242,590 

5,266,635 

2,024,045 

CDW grant Operationai Support 

234,000 

208,000 

26,000 

EPWP Grant 

1,275,000 

. 

1,275,000 

Totai Operating Transfers and Grants 

65,507,480 

62,929,635 

2,577,845 

Capitai Transfers and Grants 




Nationai Government: 

22,118,000 

26,982,000 

4,864,000 

Municipai Infrastructure Grant (MIG) 

22,118,000 

25,482,000 

3,364,000 

Integrated National Electrification Program 


1,500,000 

1,500,000 

Provincial Government: 

1,807,830 

2,035,000 

227,170 

Additional Staff at Public Libraries 

170,130 

. 

170,130 

Proclaimed Roads 

1,637,700 

1,235,000 

402,700 

Alteration to Traffic Centre Building 


800,000 

800,000 

Other grant providers: 

3,646,080 

1,550,000 

2,096,080 

National Lottery: Zweletemba sport 
grounds 


1,050,000 

1,050,000 

Public Connections 

3,646,080 


3,646,080 

Development BP to Total Garape 


500,000 

500,000 

Total Capital Transfers and Grants 

27,571,910 

30,567,000 

2,995,090 

TOTAL RECEIPTS OF TRANSFERS & 
GRANTS 

93,079,390 

93,496,635 

417,245 
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e) Other information considered reievant by the Mayor: 

I am satisfied that this budget is a balanced reflection of the expectations and needs 
in the community and the realities that dictate sound financial management; that in 
terms of Section 1 53 of the Constitution priority has been given to the basic needs- 
and promotion of social and economic development of the Breede Valley community; 
that our vision of a unique and caring Valley of service excellence, opportunity and 
growth informed the drafting of the budget. I can vouch that this budget is a people’s 
driven budget; that Council’s strategic objectives is duly informed by its IDP and 
aligned with the national objectives to ensure the full participation of the community in 
governance - to give a voice to our people. 

1.2 Resolutions 

The recommendations at the end of this report will contain the prescribed 
recommended resolutions as required by the budget regulations. 

1.3 Executive summary 

The yearly credit rating from Moody’s Investor Service as issued during the month of 
November 2010 reflects a balanced view of the financial position of the municipality 
and is as follows: 

“SUMMARY RATING RATIONALE 

The A3.za national scale issuer rating of Breede Valley reflects its adequate but 
volatile financial results, and a sound liquidity position. However, the rating also 
considers the municipality's high debt exposure compared with its budgetary 
structure, and the associated pressure in terms of reduced fiscal flexibility. 
Breede Valley displays a narrow economic base that is concentrated on grape 
farming, with an associated growing manufacturing industry. 

National Peer Comparison 

Breede Valley Municipality is rated in the mid-range of the 17 local municipalities 
rated by Moody's in South Africa, whose ratings span from Al.za to Baa2.za. 
Breede Valley's relative position reflects higher-than-average debt and debt 
service levels, and operating balances that are in line with the median of local 
municipalities in South Africa. Breede Valley displays a stronger liquidity position 
than its national peers. 

Credit Strengths 

Credit strengths for Breede Valley Municipality include: 


Sound liquidity position 

Adequate, albeit narrow, financial results 

Good administration and governance 
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Credit Challenges 

Credit challenges for Breede Valley Municipality include: 

• High debt exposure 

• Financing requirements for its large capital expenditure budget 

• Narrow and concentrated economic base 

Rating Outlook 

Breede Valley's rating outlook is stable.” 

a) Summary of the total Service delivery package and associated financial 
implications as reflected in the annual budget 

The municipality has no entities and the detail with regards to service delivery by 
each individual directorate will be addressed in the SDBIPS. The financial 
implications are however contained in the Budgeted financial performance 
documents as attached. The attached budget documents give a summary of what will 
be spend by each directorate with sub-votes indicating the financial implications on 
each service delivery area. 

b) Financial and service delivery implications of the annual budget 

Due to the fact that the municipality is faced with limited financial resources, it is 
evident that all the capital needs as identified by the communitiy and departments will 
not be met. The operating budget to the amount of R 634, 467 906, in direct 
operating expenditure, however provides sufficient funding in Employment related 
expenses. General expenses, collection costs, repair and maintenance expenses, 
bulk water and electricity purchases, financing costs, contracted services, grants and 
subsidies, etc. to provide the communities with an acceptable level of service, 
balanced with affordability level of the community on the other hand 

If the available resources to the municipality are utilised optimally, it can ensure that 
the current level of services rendered by the municipality is sustained and can even 
be increased in quality and quantity. 

The challenge for the municipality will always be to do more within its existing limited 
resources. 
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The following budget tables have been completed: 

a) Table A1 - Budget Summary; 

b) Table A2 - Budgeted Financial Performance (Revenue and Expenditure by 
standard classification); 

c) Table A3 - Budgeted Financial Performance (Revenue and Expenditure by 
Municipal Vote) - 

d) Table A4 - Budgeted Financial Performance (Revenue by Source and 
Expenditure by type) 

e) Table A5 - Budgeted Capital Expenditure by Vote, standard classification and 
funding 

f) Table A6 - Budgeted Financial Position 

g) Table A7 - Budgeted Cash Flows 

h) Table A8 - Cash Backed reserves / accumulated surplus reconciliation 

i) Table A9 - Asset Management 

j) Table A 1 0 - Basic service delivery measurement 


PART 2 - SUPPORTING DOCUMENTS 
2.1 Overview of annual budget process 

The Budget was prepared in accordance with macro - economic and National 
Treasury guidelines, MFMA Circular 54. The budget process started already in 
August 2010 when the budget time table was approved by Council. Several budget 
Steering Committee meetings took place to give guidance on the budget process and 
assumptions. The 2011/2012 MTREF is a huge challenge for the municipality in the 
context of its limited financial resources terms of new developments and providing in 
the needs of the community as far as the capital budget is concerned. Financial 
resources from own funding is limited as reserves are almost depleted and the 
municipality has to rely on external sources such as grants and external loans to fund 
the capital budget, while only small portion of the capital budget can be funded from 
internal reserves. 

The departments registered capital needs for 2011/2012 in excess of R 
500,000,000.00 to be funded while only R 113,512,978 could be funded in the 
2011/2012 budget. This is an indication of the challenges the municipality faces in 
terms of providing in the needs of the community. 



g Breede Valley Municipality 

Council Minutes 
5 May 201 1 

2.2 Overview of alignment of annual budget with Integrated Development Plan 

The annual budget has been aligned with the IDP and National objectives as follows: 


Linkaae of National Strateaic Obiectives to BVM Strateaic obiectives and IDP 


National KPA'S 

(Section 152 of 
Constitution) 

BVM Strategic 

Themes 

Shortened 

description 

BVM Strategic 

Objectives 

Goals 



To create a unique 
and caring Valley 
of service 

excellence, 
opportunity and 

growth (Vision) 

Sustainable basic 

services 

Sustainable basic 

services to 

community 


Ensure the provision 
of services to 

communities in a 
sustainable manner 

To provide, 

maintain and 

assure services 

and social 

upliftment for the 

Breede Valley 

Community 

Sustainable basic 

services 

Sustainable basic 

services to 

community 


Promote social and 

economic 

development. 

To create an 
enabling 

environment for 

employment and 
poverty eradication 
through proactive 
economic 

development and 
tourism 

LED, Tourism and 
Poverty alleviation 

Poverty eradication 
through LED and 
Tourism 


Promote safe and 
healthy Environment 

To ensure a safe, 
healthy, clean and 
sustainable 
external 

environment for all 
Breede Valley's 

people 

Safe and Healthy 
environment 

Safe , healthy and 
clean environment 
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Encourage the 

involvement of 

communities and 

community 
organizations in the 

matters of local 

government 

To actively 

participate in 

determining the 

future of our 
country 

Good Governance 
and Public 

Participation 

Good Governance 
and Public 

Participation 



To ensure a 

healthy and 

productive 
workforce and an 

effective and 

efficient work 

environment 

Sustainable basic 

services 

Sustainable basic 

services to 

community 


Provide democratic 
and accountable 

government for local 
communities 

Assure a 

sustainable future 
through: sound 

financial 
management; 
continuous 
revenue growth; 
corporate 

governance and 
risk management 
practices; quality 
resources; and, 

value-adding 
partnerships 

Financial Viability 

and Management 

Sound financial 

management and 

viability 


2.3 Measurable performance objectives and indicators 

The measurable performance objectives and indicators are included in the budget 
supporting tables.SA? and will be handed out at the Council meeting. 

2.4 Overview of budget - related policies 

The budget related policies have been reviewed and are attached as Annexure D. 
All changes have been taken into account with the compilation of the budget. The 
policies will be available at the Libraries, Office of the Municipal Manager and CFO 
where the public can locate them. 
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2.5 Overview of budget assumptions 

The following assumptions for preparation of the budget for 201 1/2012 financial year: 

• That as far as possible, the budget increase be limited to the inflation target of 
not more than 6%; 

• That the following guidelines be used for tariff increases, based on the 
principle of cost reflectiveness: 

o Rates - Increase by 7.5%; 
o Electricity increase by 20% 
o Sewerage be increases by 20%; 

o Refuse removal, water and sundry tariffs be increased by 7.5%. 
o Sundry tariffs increase by 7.5%. 

Guided by the Budget Steering Committee, Management (Municipal Manager, CFO 
and other Directors) further applied the following assumptions in order to balance the 
201 1/2012 budget: 

• As far as possible no growth on general expenditure be allowed, and if 
needed, it be cut back to balance the budget; 

• No growth on Repair and maintenance be allowed; 

• EPWP be budgeted subject to allocation of external funding. No spending on 
EPWP may be incurred, until funding is received (Subsequently an allocation 
of R 536,000 has been made through the National DORA 201 1 and the 
operating budget has been reduced accordingly) ; 

• Security expense have been reduced with R 1 million and must be taken into 
account when the tenders is awarded and expenditure is incurred to ensure 
that no overspending occur;; 

• New personnel budgeted for, may only be for operational service delivery 
positions; 

• Various other general expenses have been reduced to balance the budget; 

• Provision for R 75,114,120 external loan based on the already approved 
external loan in respect of the WWWTW; and 


• DORA allocations as per the published DORA for 201 1 . 

Each expenditure type is discussed in more detail beneath in this report. 
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The budget must be funded from actual revenue to be collected during the financial 
year. Tariffs could not be increased any further as the high increase in electricity 
tariffs already result in a very high average increase in consumer accounts and the 
average of all individual tariffs are higher than the set guidelines from National 
Treasury. 

The Operating and Capital budgets are funded from revenue as indicated in the 
tables for Revenue by source and capital funding, included in the budget 
documentation. 

Due to limited funding no new capital projects could be included except for those 
already committed to and certain small capital items such as equipment and vehicles. 
Certain items were also transferred from the operating maintenance budget and 
include in the capital budget as those expenses do not meet the definition of 
operating expenses, but are regarded as assets and therefore must be include in the 
capital budget. 

The operating budget is for the second year funded partially from a transfer from the 
accumulated surplus of R 53,185,971 that represents among others depreciation that 
does not needed to be cash funded and R 8,523,400 in respect of provisions that do 
not need to be cash backed. The depreciation more than doubled with the 
unbundling of infrastructure with the implementation of GRAP 17 in 2008/2009. With 
that increase in asset value the accumulated surplus was credited. 

Therefore the huge increase in depreciation as result thereof cannot be recovered 
through tariffs as it is only book entries and not cash. This will be phased out over the 
new useful lives, plus minus 10 to 20 years, of the assets which values increased 
with the implementation of GRAP 17. 
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The available cash and investments and the allocations thereof as at 31 March 201 1 
is as follows: 

Allocation of Investments, cash and cash equivalents 

Cash and cash equivalents are allocated as follows:- 

Unutilized grants 
Consumer and Sundry deposits 
External loans unspent 
Self- Insurance Reserve 
Housing development fund 

Capital Replacement reserve 

CRR Public Contribution 

Provision for leave Payment 3 9030 231 120 

Retained surplus (unidentified deposits) 306 296 

Set aside for Creditor payments 

Set aside for retention 

Top Structures Avian Park 


Bank and Cash 
Investments 

Cash on hand 3 9020 127 404 00 



Particulars of Investments as prescribed in terms of section 17(1)(f) of 

the MFMA 


ABSA 

Nedbank 

First National Bank 
Standard Bank 
Investec 
Total short term 

Total Long term and short-term 


31/03/2011 


5,000,000 

30.000. 000 

10 . 000 . 000 

25.000. 000 

20 . 000 . 000 



90,000,000 
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The financial assistance for the MTREF from National Government, Provincial 
Government and the District Municipality is reflected in supporting table SA 18 and 
SA 19 that is part of the budget documents. 

A summary of the capital and operating estimates is attached as Annexure A and B. 
More background detail is supplied within the following paragraphs save to say that 
the headline inflation forecasts as determined by National Treasury for 2011/12 is 
6 %. 

Capital Budget 

Initial capital requests by departments 

The capital requests by the different departments for the MTREF amounted to more 
than R 2 billion, which is obviously impossible to accommodate due to limited 
funding. This will result that most of the requests from the community as contained in 
the IDP will not be addressed and services will not be provide at the level required. 

Funded capital budget 

The funded capital budget contains only those projects for which funding are 
secured, therefore the capital requirements were limited to available funding. This 
resulted that only those vital capital projects, which Council is already committed to, 
could be provided for in the 201 1/2012 capital budget. 

Total Capital Budget: 

The total recommended capital budget for the 2011/2012 and indicative projected 
two outer years are as follows: 



2011/2012 

2012/2013 

2013/2014 


R’OOO 

R’OOO 

R’OOO 

Total capital Budget 

113,513 

47,160 

76,804 


The detail of projects included in the capital budget is Included in the detailed Capital 
Budget, 

Attached hereto, as Annexure “B”, is the proposed detail capital budget for the period 
1 July 2011 to 30 June 2014. 

Operating Budget 

Initial budget requests by departments: 

The initial requests from the different departments to render the ideal level of 
service exceeded the affordability levels and macro - economic policy by far and 
could not be included in the budget. Therefore the expenses had to be reduced to 
be in line with macro - economic policy and affordable levels. The Eskom increase 
of 28 % on Bulk Purchases also put huge pressure on tariffs. 
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Although every department must, and will utilise the available financial, human and 
other resources optimum, the limitations with regard to financial resources will impact 
on service delivery that will not be rendered at the ideal levels as expected by the 
community. 

Recommended Operating Budget 

Considering the Macro economic forecasts and affordability levels as far as tariffs are 
concerned, as well as to remain broadly in line with macro - economic policy, the 
operating expenses are kept as low as possible. 

The recommended total Direct operating expenditure amounts to 
R 635,254,334 (R 585,066,426 in 2010/2011 adjusted budget) that is 8.57% more 
than 2010/2011. The reason for the higher than inflation forecast is that the Bulk 
Purchases for electricity and water is 26.43%higher than in 2010/201 1 . 

The recommended total Direct Operating Revenue (exciuding capitai transfers 
and contributions) amounts to R 581,193,941 (R 533,508,020 in 2009/2010 
adjusted budget) that is 8.9% more than 2010/2011. (R 611,760,941 Including capital 
transfers and contributions). 

Although the increase in expenditure exceeds the growth limit guideline of 6%, the 
additional expenditure is because of the higher budgeted increase in bulk electricity 
purchases of 28%, increase in financing charges, which will be at 17.1%. 

There is however certain provisions and other below the line expenditure included in 
the estimates to enable Council to have a cash funded budget and to comply with 
GRAP principles and standards. 

Completed tables are attached hereto as Annexure A 


Expenditure 

The expenditure by nature as included in Annexure A, as part of the Schedule A 
tables will be explained below in more detail. 

Employment related costs 

The total employment related costs, excluding councillor allowances, amounts to 
R 181, 6 million (2010/11 it was R 160,585 million, with the adjustment budget). This 
is an increase of 13.1 percent on the 2010/2011 budget. Employment related costs 
(Including councillor allowances) comprises 31, 2% of total Direct expenditure 
budgeted (29, 2% in 2010/1 1 adjusted budget). 

The annual increase on salaries is average CPIX for the period 1 February 2010 until 
31January 2011 (4.08%) plus 2%., that is 6.08%. Provision has been made in the 
budget for this increase. The overtime budgets have been reduced and Directors 
and departments have been requested to impiement strict controi over these 
expenses to ensure that these iine items do not overspend. Poiicy changes in 
this regard shouid assist in the reduction of overtime expenses 
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The amount budgeted for bad debts is kept at R 6,000,000 for the 20010/2011 
financial year as only irrecoverable debt is written-off 

Collection costs 


Collection costs decreases to R 329,750 (In 2010/11 it was R 339,750 with the 
adjustments budget) 

Depreciation 

Depreciation increases with 1 .7% to R 66,255 million and comprises of 10.4% of total 
Direct Operating Expenditure. (In 2010/11 it was R 65,090 million or 11.1% of total 
expenditure). 

Maintenance and repairs - Municipal Assets 

The amount of R 46,621,670 included has increased from R 43,452,167 from the 
adjusted budget for 2010/201 1 . Maintenance and repairs comprises of 7, 34% of total 
Operating Expenditure. In 2010/1 1 it was 7, 4%. 

Bulk Purchase of electricity and water 

Bulk electricity and water purchases increases from R 136,806,798 in 2010/201 1 to R 
172,961,830 or 26.4%. This huge increase is attributable to the increase in bulk 
purchase from Eskom. 

Bulk purchase comprises of 27, 2% of Total Direct Operating expenditure. (In 
2010/11 it was 23.3%) 

Interest: External loans 


Interest on external loans (Financing costs) increases from R 26,978,744 to 
R 32,004,647, or with 18.6% due to assets to the amount of R 75,114,120 to be 
funded from external loans in 201 1/2012 as part of the approved R 201 ,000,000 loan. 
Interest is 5, 03% of total Direct Operating Expenditure (compared to 4, 6% in 
2010 /. 2011 ) 

The external loans outstanding is currently (30.6.201 1) 54, 95% of total own revenue 
and this ratio will increase/ decrease to 56, 9% in 201 1/2012; 62.39 % in 2012/2013 
and 52, 7% in 2013/2014. 


This indicates that for the next three to four financiai years no new iong term 
debt can be incurred! 
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Contracted services 


Contracted services, that comprises of security expenses only has been decreased 
from R 3,661,640 to R 2,652,300. The Director Corporate Services has to implement 
new security measures that is more cost effective and which is limited to the budget 
available. Security cameras have been installed at certain sites which could enhance 
security and may result in a more cost effective security system. 

Grants and subsidies paid 

Grants and subsidies paid remain at R 150 000 as National Treasury discouraged 
grants to individuals. 

General expenses other 

General expenses includes among others of Advertising costs. Audit fees. Bank 
Charges, Commission vendors. Chemicals, Congresses and meetings. Printing and 
stationery. Insurance, Fuel and oil, legal expenses. Skills levies. Materials and stores. 
Membership SALGA, Professional services. Publicity and newsletters. Rentals of 
equipment and other rentals. Telephone costs. Training expenses. Departmental 
levies, vehicle costs. Top structures for low cost housing etc. General expenses 
other, decreases with R 1 7,766,882, or, 1 5, 1 % from R 1 1 7,524,287 to R 99,757,405. 
This decrease is mainly as a result of the decrease in expenditure on Top structures 
from R 49,555,361 to R 37,540,000, as well as various other decreases in line items. 
This category of expenses comprises of 15, 1 % of Total Direct Operating 
expenditure (20% in 2010/2011). 

Contributions from (to) provisions 

These Transfers to/from provisions are necessary to comply with requirements of 
General Recognized Accounting Practice. This category increases from R 
13,878,060 to R 15,339,120 or 8, 2% and comprises of transfer to leave payment 
provision in terms of IAS 19 (R 3,600,490), contributions to Bad debts Provision (R 7, 
000, 0000), Provision for post retirement medical aid benefits (R 3, 000, 0000), 
Provision for rehabilitation of landfill sites (R 1, 459, 0000) Provision for obsolete 
inventory (R 48,480), and Provision for slow moving inventory (R 166,750) 

Revenue (Tariffs) 

The increase in tariffs is due to the increase of cost, mainly interest and depreciation, 
to render the different services. Total Operating revenue increase with R 23,893,628, 
or 4%, from R 587,873,313 in 2010/2011 to R 611,760,941 in 2011/2012. The 
service charges and general tariffs are attached as per Annexure C. 


-| g Breede Valley Municipality 

Council Minutes 
5 May 201 1 

Assessment rates 


The revenue derived from assessment rates, being the balancing revenue of the 
estimates, increase with R 6,294,386 or 7, 1% to R 94,724,390. The assessment rate 
tariffs increase with 7, 5% 

The changes with regard to proposed rebates are contained in the tariff book in 

Annexure C. 

Water 


Water has become our Councils’ third largest source of revenue with estimated 
revenue of R 44,438 million or 7, 6% of total revenue (R40, 872 million or 7, 6% of 
total revenue in 201 0/201 1 ). 

The proposed tariff increase is 7, 5 % for domestic and 7, 5%for commercial. All 
households will continue to receive 6 kiloliter water, per month free of charge with the 
qualifying indigent households receiving an additional 4 kiloliter free of charge on a 
monthly basis. 

Electricity 

Electricity still remains our municipality’s largest source of revenue at 
R 261,260 million or 44, 75 of total revenue (R 214,800 million or 40, 26% of total 
revenue in 2010/2011). The proposed increase in consumption tariffs is average 
20%, with the qualifying indigent households receiving 100 kWh free of charge on a 
monthly basis. The high increase is due to the plus minus 28% tariff increases on 
bulk purchases announced by Eskom. 

Sewerage 

The proposed tariff increase is 20% and will keep the service to be self-sustainable. 
The increase that is higher than CPIX and due to the increased operating costs and 
interest and redemption on the new external loan for the upgrading of the Waste 
water works. The total budgeted revenue amounts to 

R 49,630 million or 8,5% of total revenue (R 43,845 million or 7, 5%of total revenue in 
2010 / 2011 ). 

Refuse removal 


The proposed tariff increase is 7, 5% and will keep the service to be self-sustainable. 
The budgeted revenue amounts to R 29,523 million or 5% of total revenue (R 26,128 
or 4, 8 % of total revenue in 2010/2011) 

Operating Grants and Subsidies 

Provision is made for the equitable share to be distributed through the different 
services as a rebate primarily to the indigent. The amount allocated for operational 
grants and subsidies, including the equitable share and Housing, this year amounts 
to R 135,1 25. million or 22.08% of total revenue (R117, 751, million in 2010/2011 or 
22.07% of total revenue). 
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Policies 


The following policies are attached as Annexure D for further consultation: 

• Tariff Policy 

• Property Rates Policy; 

• Customer Care and Management Policy; 

• Debt Collection Policy; 

• Indigent Policy; 

• Funds and Reserves Policy; 

• Asset Management Policy; 

• Cash and Investment Policy. 

• Entertainment, Meetings and Office teas and meals policy; 

• Petty Cash Policy. 

2.7 Expenditure on allocations and grant programmes 

This contained in supporting table SA19 and SA 20. 


2.8 Allocations and grants made by the municipality 

This contained in supporting table SA21 . 


2.9 Councillor allowances and employee benefits 

This contained in supporting table SA22 and SA 23. 


2.10 Monthly targets for revenue, expenditure and cash flow 

This contained in supporting table SA25 to table SA 30. 

Annual budget and service delivery and budget implementation plans- internal 
departments 

This will be dealt with after the budget is finally approved to be submitted to the 
Mayor within 14 days after the approval of the budget and approved by the Mayor 
within 28 days after the approval of the budget. 


2.11 Annual budgets and service delivery agreements - municipal entities and 
other external mechanisms 

The municipality did not budget or entered into any agreement for an external 
mechanism to provide services on behalf of the municipality. The municipality does 
not have any entities. 
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2.12 Contracts having future budget implications 

For municipalities with approved total revenue not exceeding R250 m - all contracts 
with an annual cost greater than R500 000. For municipalities with approved total 
revenue greater than R250 m - all contracts with an annual cost greater than 
R1 million. For municipalities with approved total revenue greater than R500 m - all 
contracts with an annual cost greater than R5 million. 

Contracts having future budgetary implications exceeding R 5 million is included in 
table SA 33. 

2.13 Capital expenditure details 

The detailed capital budget per line item/ project is included in the budget documents 
as Annexure B Supporting tables SA34a; SA34b, SA34c; SA35; SA36, and SA37 
also contain information in respect of capital expenditure. 

2.14 Legislations compliance status 

All relevant legislation and regulations have been implemented; however there are 
certain issues that still need attention as outlined in the Audit Report for 2009/2010. 
These issues are in process to be addressed. 

2.15 Other supporting documents 

Influence of proposed tariff increases on domestic consumers 

The influence of the proposed tariffs domestic consumers is contained in Annexure 
E 

2.16 Municipal Manager’s quality certification 

The quality certificate is attached as Annexure I 
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RECOMMENDATION: 

Recommended to be resolved that: 

1 . That Council resolves that the annual budget of the municipality for the financial 
year 2011/12 be approved, and specifically appropriating the amounts for each 
expenditure vote and Revenue by Source, for the 2011/2012 financial years as 
well as the two outer years 2012/2013 and 2013/2014, as contained in the 
attached budget tables. Schedule A1 to A10 and supporting tables SA1 to SA37, 
as attached as Annexure A and the detailed Capital budget as reflected in 
Annexure B; 

/. Direct operating expenditure for 2011/2012 (as per OSB) amounts to 
R 635,254,334; 

a. Direct Operating Revenue for 2011/2012 (as per OSB) amounts to 
R 61 1,760,941; 

Hi. Capitai Budget for 201 1/2012 amounts R 1 13,512,978. 


2. That Council resolves that property rates tariffs, as reflected in Annexure C, to be 
imposed on 1 July 201 1 , is approved for the budget year 201 1/1 2. 

3. That Council resolves that tariffs and charges reflected in Annexure C are 
approved for the budget year 2011/1 2. 

4. That Council resolves that the budget related policies as amended attached as 
Annexure D be finally approved herewith. 

5. That Council takes note of the influence of the proposed tariff increases on 
domestic consumers attached as Annexure E. 

6. That Council take note of the quality certificate by the Municipal Manager 
attached as Annexure F. 

7. That cognisance be taken of MFMA circular 55 (Municipal Budget Circular for the 
2011/2012 MTREF) issued by National Treasury and the very important content 
thereof, attached as Annexure G. 

8. That Council take note and approve the linkage of the goals, budget with the IDP 
and National objectives as per paragraph 2.2 in this report. 


The Executive Mayor informed the meeting of a typing error that needed to be 
rectified prior to proposing that the budget as tabied be accepted - the error 
and correction foiiow: 

“Electricity 

Electricity still remains our municipality’s largest source of revenue at 
R 261,260 million or 44, 75 of total revenue (R 214,800 million or 40, 26% of total 
revenue in 2010/2011). The proposed increase in consumption tariffs is average 
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on a 


monthly basis. The high increase is due to the plus minus 28% tariff increases on 
bulk purchases announced by Eskom. 


This should read: 

The proposed increase in consumption tariffs is average 20%, with the 
qualifying indigent households receiving 50 kWh free of charge on a monthly 
basis.” 


The meeting accepted the correction. 
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RESOLVED: C46/2011 

That in respect of 

DRAFT BUDGET 2011/2012 AND INDICATIVE FOR THE PROJECTED TWO 

OUTER YEARS 2012/2013 AND 2013/2014 

discussed by Council at the Council meeting held on 5 May 2011: 

1. That Council resolves that the annual budget of the municipality for the 
financial year 2011/12 be approved, and specifically appropriating the 
amounts for each expenditure vote and Revenue by Source, for the 
2011/2012 financial years as well as the two outer years 2012/2013 and 
2013/2014, as contained in the attached budget tables. Schedule A1 to A10 
and supporting tables SA1 to SA37, as attached as Annexure A and the 
detailed Capital budget as reflected in Annexure B; 

/. Direct operating expenditure for 201 1/2012 (as per OSB) 
amounts to R 635,254,334; 

a. Direct Operating Revenue for 201 1/2012 (as per OSB) amounts 
to R 611,760,941; 

Hi. Capitai Budget for 2011/2012 amounts R 1 13,512,978. 


2. That Council resolves that property rates tariffs, as reflected in Annexure 
C, to be imposed on 1 July 2011, is approved for the budget year 2011/12. 

3. That Council resolves that tariffs and charges reflected in Annexure C are 
approved for the budget year 2011/12. 

4. That Council resolves that the budget related policies as amended 
attached as Annexure D be finally approved herewith. 

5. That Council takes note of the influence of the proposed tariff increases 
on domestic consumers attached as Annexure E. 

6. That Council take note of the quality certificate by the Municipal Manager 
attached as Annexure F. 

7. That cognisance be taken of MFMA circular 55 (Municipal Budget Circular 
for the 2011/2012 MTREF) issued by National Treasury and the very 
important content thereof, attached as Annexure G. 

8. That Council take note and approve the linkage of the goals, budget with 
the IDP (as tabled at the meeting) and National objectives as per 
paragraph 2.2 in this report. 



